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u n i t  and shor t  s t ay  cases  and t r a n s f e r s  e x c e p t  t h o s e  t r a n s f e r  c a s e s  s p e c i f i c a l l y  

a s s i g n e dt o  DRG's t h a ta r ei d e n t i f i e d  as t r a n s f e r  DRG's. For purposesof 

e s t a b l i s h i n g  i n i t i a l  1988 r a t e s  ofpayment,however, 1986 d a t as h a l l  beused 

andreconci ledto  1987 d a t a  when it becomes a v a i l a b l e .  

(3) Hosp i t a lspec i f i ccase  mix index (CHI). The h o s p i t a ls p e c i f i cc a s e  mix 

index  sha l l  be  ca lcu la ted  by d iv id ing  the  weighted  cases by t h e  t o t a l  

non-Medicare cases. Weighted cases s h a l lb ec a l c u l a t e d  by mult iplyingeach 

non-Medicarecase as determinedpursuanttoparagraph (2) o f  t h i s  s u b d i v i s i o n  

by t h e  SIW a s s i g n e d  t o  t h a t  c a s e ' s  DRG and  aggrega t ing  the  r e su l t s  �or t h e  

h o s p i t a l .I n  no case s h a l ld i s c h a r g e sa s s o c i a t e dw i t hs h o r ts t a yp a t i e n t s ,  

exempt u n i t  p a t i e n t s  or t r a n s f e r  p a t i e n t s ,  e x c e p t  t h o s e  a s s i g n e d  t o  DRG's t h a t  

are s p e c i f i c a l l y  i d e n t i f i e d  as t r a n s f e r  DRG's, b e  i n c l u d e d  i n  t h i s  c a l c u l a t i o n .  

( b )  Group average DRQ case-based rates of payment. The groupaverage 

re imbursableinpa t ien topera t ingcos t  per d i scha rge  sha l l  be  de t e rmined  fo r  each  

h o s p i t a l  i n  t h e  groupbasedon t h e  wage,power and case mix adjusted group average 

opera t ing  cos t  per  d i scharge  as determined pursuant t o  t h i s  s u b d i v i s i o n  m u l t i p l i e d  

by t h e  wage e q u a l i z a t i o n  f a c t o r  (WEF) determinedpursuanttosubdiv is ion  ( j )  pf 

t h i s  s e c t i o n ,  t h e  power e q u a l i z a t i o nf a c t o r  (PEF) determined i n  subdiv is ion  ( j )  

of t h i s  s e c t i o n  and[one p lus  the  hosp i t a l - spec i f i c  i nd i r ec t  t each ing  ad jus tmen t  

percentage  which is 

c1 .89(((1 + r p 0 5 ) - 1)l 

where r e q u a l s  t h e  f a c i l i t y ' s  r a t i o  o f  r e s i d e n t s  a n d  f e l l o w s  p e r  bed as determined 


pursuan t  t o  subd iv i s ion  (h )  o f  t h i s  s ec t ion1  the  ind i r ec t  t each ina  ad jus tmen t  


percentage determined pursuant t o  p a r a g r a p h  (2 )  of s u b d i v i s i o n  ( h )  o f  t h i s  


s e c t i o n .  To t h i s  amount sha l lbeaddedhosp i t a l - spec i f i cope ra t ingcos t spe r  


dischargedeterminedpursuanttosubdivis ion (9)  o f  t h i s  s e c t i o n  d i v i d e d  by t h e  


average CMI of the  hospi ta l  de te rmined  pursuant  
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to paragraph (a)( 3 )  of this section. The group average wage and 
case mix adjusted operating cost per discharge shall be basedon 

hospital-specific reimbursable operating costs which shall
be 

calculated as follows: 


(1) The following costs shall be subtracted from the sum of 

the hospital's allowable 1987 reimbursable operating costs 

trended to the rate
year pursuant to section86-1.58 of this 

Subpart and any adjustments
madepursuant to section86-1.52 
(a)(1)(iii)(a) [&I c-.I (iv),. and.,.;:.fv).:..):(afi::.. .  . .  

(i) Medicare costs as defined in subdivision (c) of this 

section including any costs of a Medicare patient's stay paid for 

by or on behalf of a secondary payor; 


(iii) exempt unit costs
as definedin subdivision (e) of 

this section; 


(iv) direct GME costs as defined in subdivision
(9) of this 
section; and 

(v) hospital 

this section.
subdivision (g) of
specific operating
costs asdefined in 


[ r n ]  40million( 2 )  The hospital-specific portion of the 
,..,:,:.,............... . . . .... .-.. .. ...... ... ..., . 

base enhancement specified in section
86-1.52 (a)(1) 

this Subpart shall be added to the costs determined for each 

hospital in paragraph(1) of this subdivision, based upon that 

hospital's pro rate share
of the sumof such costs for all 

eligible hospitals. 


( 3 )  The following costs shall then be subtracted from the 
hospital-specific operating costs determined pursuant to 
paragraph (2) of this subdivision: 

transfer costs as defined in subdivision of this 

section, including a proportional amount
of hospital 
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s p e c i f i cc o s t sc a l c u l a t e dp u r s u a n tt os u b d i v i s i o n  (9) o f  t h i s  s e c t i o n ;  

( i i)  i n d i r e c t  GME c o s t s  as def inedinparagraph  ( 1 )  ofsubdiv is ion(h)of  

t h i ss e c t i o n ;  and 

(iii) o u t l i e r  c o s t s  as def inedinsubdiv is ion  ( f )  o f  t h i s  s e c t i o n ,  i n c l u d i n g  

a p ropor t iona l  amount of h o s p i t a l - s p e c i f i c  c o s t s  c a l c u l a t e d  p u r s u a n t  t o  

subdiv is ion  (g) of t h i s  s e c t i o n .  

(4)The h o s p i t a l - s p e c i f i c  non-Medicare operat ingcostdeterminedpursuant  

t o  pa rag raph  (3) o f  t h i s  s u b d i v i s i o n  s h a l l  b e  d i v i d e d  by t h e  h o s p i t a l ' s  

non-Medicaredischarges as de terminedpursuant  toparagraph(aI (2)  of t h i s  

s e c t  i o n .  

(5) Thewage,power and case mix a d j u s t e d  h o s p i t a l - s p e c i f i c  non-Medicare 

ope ra t ing  cos t  pe r  d i scha rge  sha l l  be  de t e rmined  by d i v i d i n g  t h e  

h o s p i t a l - s p e c i f i c  non-Medicare cos t  pe r  d i scha rge  de t e rmined  pu r suan t  t o  

paragraph (4) o f  t h i s  s u b d i v i s i o n  by the f a c i l i t y ' s  WEF and PEF determined 

pu r suan t  t o  subd iv i s ion  Cj) o f  t h i s  s e c t i o n  and t h e  case mix indexdetermined 

pursuanttoparagraph  ( a I ( 3 )  of t h i s  s e c t i o n .  

(61 Thewage,power and case mix ad jus tedgroupaverageopera t ingcos tper  

d i s c h a r g e  f o r  t h e  h o s p i t a l ' s  g r o u p  s h a l l  b e  t h e  r e s u l t  o f  t o t a l  g r o u p  c o s t s  

d iv ided  by the  to t a l  g roup  we igh ted  d i scha rges  where t o t a l  g r o u p  c o s t s  s h a l l  

b e  t h e  wage andpower we igh ted  ad jus t ed  hosp i t a l - spec i f i c  non-Medicare 

ope ra t ing  cos t  pe r  d i scha rge  de t e rmined  i n  paragraph ( 5 )  of t h i s  s u b d i v i s i o n  

mul t ip l i ed  by t h e  non-Medicare d i scha rges  for such hospi ta l  determined i n  

paragraph  (a I (2)  of t h i s  s e c t i o n  f o r  a l l  h o s p i t a l s  i n  the  group summed and where 

total group  we igh ted  d i scha rges  sha l l  be  the  non-Medicaredischargesforsuch 

hospi ta ldetermined i n  p a r a g r a p h  ( a I ( 2 )  o f  t h i s  s e c t i o n  m u l t i p l i e d  by t h e  case 

mix determined pursuant 
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to paragraph [subdivision1 (a)(3) of this sect ion for all hospitals in the group 

summed. 
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Part I 88 . 6  
(1) Hospitals with rates based on budgeted costs and 

hospitals without historical cost experience shall be 

excluded from the calculationof the wage and case mix 

adjusted group average operating cost per discharge. 

(ii) The 1987 reimbursable costs andnon medicare 

discharges of hospitals excluded from the case payment 

system because theya n  participating 'in a demonstration 

hospital reimbursement system shall beincluded in the 

conputations set forth in paragraphs (1)-(6) of t h i s  

subdivision. 

(c) medicare costs shall mean the result of multiplying the facilitys 

1985 average routine cost per times 1985 medicare drys actually paid 

paidplus anydays for such beneficiaries not on the basis  o f  r decision 

by a review agent that days were unnecessary plusMedicare's- share 

of ancil lary costs as determined pursuant to paragraph (1) of this 

subdivision plusany secondary payor payments madeon behalf of Medicare 

beneficiaries. 

(1) Ancillary costs related to inpatient services provided to 

beneficiaries o f  Title XVIII of the Federal Social Security Act 

services reiabutsed by
(Medicare) includingthe costs of secondary 

payors made on behalf of medicare beneficiaries shall be excluded 

on the basiss o f  the ratio ofis85 costs to charges appliedto such 

beneficiaries inpatient charges O a k  from the hospitals 
* . 

Institutional Cost Report shall be used and shall be reconciled 

to paid claims
data forM i c a r e  patients includingthe paid claims 

, 3 ~ 

reimbursed by secondarypayors made on behalf of medicare 

provider ider Stati statistical andbeneficiariesfromthe hospital1's 


Reimbursement Report for1985. 
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( d )  P.,C costs shall ‘.e t h e  result of multi[plying the 1987 groupaverage * >3 6 
t t  

operating rate for hospital-basedresidential health care facilities 

established pursuant to Subpart 86-2 of this Titieby the facilitys1 ity’s 1986 

ALC days reconciled to 1987 days when these data become available. The 

resultant costs shall be trended to[1988] the rate Yearby the trend factor 

determined pursuant to section86-1.58 o f  this Subpart. For purposes of-this 

subdivision, hospitals shall be combined into +he following peer groups: 

(1) The downstate residential health care facility group consisting 

of hospitalslocated in the five boroughs and suffolko f  New York City, 

Nassau, Westchester and Rockland counties,and 

( 2 )  The upstate residential health care facility group consistingo f  

all other hospitals in the state. 

(e) Non-Medicare exempt unit costs. 

(1) For those exempt hospitals and units which meet the requirements 

set forth in  section 86-1.57 o f  this Subpart and which have submitted 

separately identifiable cost and statistical data for 1981 calendar 

year, the non-Medicare exempt unit costs excluded from the1987 

reimbursable cost baseshall be calculated as follows: 

(i )  The 1981 separately reported exempt unitc o s t s  shall be trended 

to 1985 and adjusted for changesin volume and case mix for all 

payors according to the provisions of this Subpart applicablein 


1985. 

(ii)The Medicare share o f  the 1985 reimbursable costs calculated 

pursuant to subparagraph (i) of this paragraph shall be 

subtracted. The Medicare costs removed shall be calculated based 

upon 1985 exempt unit data only, if available, o r ,  i f  such data 

are not available, based upon the 
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(iii)T h er e m a i n i n gn o n - M e d i c a r er e i m b u r s a b l ec o s t ss h a l lb e  


a d j u s t e df o rc h a n g e si nn o n - M e d i c a r ev o l u m ea n dn o n - M e d i c a r ec a s e  


m i x  a c c o r d i n g  t o  t h e  p r o v i s i o n s  o f  t h i s  S u b p a r t  a p p l i c a b l e  i n  1986 


a n d1 9 8 7a n dt r e n d e dt ot h er a t ey e a r .  


( 2 )  For t h o s eh o s p i t a l sw h i c hm e e tt h er e q u i r e m e n t ss e tf o r t hi n  


s e c t i o n  86-1.57 o f  t h i s ,  S u b p a r t  bu t  w h i c h  h a v e  n o t  s u b m i t t e d  s e p a r a t e l y  


i d e n t i f i a b l ec o s t sa n ds t a t i s t i c a ld a t af o rt h e1 9 8 1c a l e n d a ry e a r ,  


n o n - M e d i c a r ee x e m p tu n i t sc o s t ss h a l lb ec a l c u l a t e d  by m u l t i p l y i n g  a 


w a g e - a d j u s t e de x e m p tu n i ta v e r a g ec o s tp e rd a yf o ru n i t sp r o v i d i n g  


c o m p a r a b l ec a r e  by t h e  f a c i l i t y ' s  WEF and by a ne s t i m a t eo ft h ee x e m p t  


u n i t ' se x p e c t e dn o n - M e d i c a r ed a y s .  

-


( f )  O u t 1  outlier a n d  t r a n s f e r  c o s t s .  

(1) An e s t i m a t eo fl o n gs t a yo u t l i e rc o s t ss h a l lb ed e t e r m i n e d  by 

m u l t i p l y i n gt h eh o s p i t a l - s p e c i f i cn o n - M e d i c a r ec o s tp e rd a yd e t e r m i n e d  

p u r s u a n tt os u b p a r a g r a p h  (i)o f  t h i sp a r a g r a p h  by 60 p e r c e n t ,  a l o n g  

s t a yc a s e  m i x  f a c t o rd e t e r m i n e dp u r s u a n tt os u b p a r a g r a p h  (ii)o f  t h i s  

p a r a g r a p ha n dt h en u m b e ro fl o n gs t a yo u t l i e rd a y s .  

(i)The h o s p i t a l - s p e c i f i cn o n - M e d i c a r ec a s e  m i x  n e u t r a lc o s tp e r  

d a y  f o r  o u t l i e r  a n d  t r a n s f e r  c o s t  r e m o v a l  s h a l l  b e  c a l c u l a t e d  u s i n g  

t h eh o s p i t a l ' s[ 1 9 8 8 ]r a t ey e a rh o s p i t a l - s p e c i f i co p e r a t i n gc o s t s  

d e t e r m i n e dp u r s u a n tt op a r a g r a p h s  ( b ) ( l )  and ( 2 )  o f  t h i s  s e c t i o n  

a n de x c l u d i n gt h e  sum o f  i n d i r e c t  GME c o s t s  a n d  h i g h  c o s t  o u t l i e r  

c o s t s  a n dd i v i d i n gt h er e s u l t  by t h e  sum o f  n o n - M e d i c a r ea c u t e  

p a t i e n td a y s( e x c l u d i n ge x e m p tu n i ta n d  ALC daysanddays 

a s s o c i a t e dw i t hs h o r ts t a yp a t i e n t s ,t r a n s f e r r e dp a t i e n t s( o t h e r  

t h a nt h o s ea s s i g n e dt ot r a n s f e r  
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DRGs) and the outlier days only of long stay outlier patients),
weighted by the corresponding case mix index factor for these 

acute patients days (using cost per SIW's) and adjusted days

determinedpursuant to clauses (a) - (c) of this subparagraph.
Adjusted days shall be developed for shortstay, long stay and 

transfer patients to take into account their intensity and case 

mix, as follows: 


(a) Adjusted short stay days shall be determined by
multiplying the number of short stay days, the adjustment factor 
for short stay days(1.5) and the case mix index for short stay
days, as calculated pursuant to the provisions of this 
subdivision. 

(b) Adjusted long stay days shall be determined by

multiplying the number of long stay days, the intensity factor 

for long stay days
(0.60) and the case mix index for long stay

days as calculated pursuant to the provisions of this 

subdivision. 


(c) Adjusted transfer days shall be determined
by

multiplying the numberof transfer days (other than those
of 

patients assigned to transfer
DRG's), the intensity factorfor 

transfer days (1.2) and the case mix index for transfer days,
as 

calculated pursuant to the provisions of this subdivision. 


(ii) A long stay case mix factor shall be calculated by
multiplying the number of non-Medicare long stay days DRG each 
by the cost per daySIW for theDRG, summing the results across 
all D R G s ,  and dividing the sum by the number of non-Medicarelong 

stay days. 
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(2) Short stay outlier costsshall be determined by owltiplying the hospital 


specific non-Medicarecost per day determined pursuantto subparagraph (1)(i) 


of this subdivisionby a short stay adjustment factorof 150%, a short stay case 

to this paragraph,and the number of non-Medicare
mix factor determined pursuant * 

short stay adjustment factor reflectsshort stay outlier days. The the relative 

consumption of short stay patients comparedto all non-Medicare inliercases 

on a statewide non-Medicare case mixadjusted average per diembasis. A short , 

stay case mix factor shallbe calculated by multiplying the numberof 

non-Medicare short stay days in each DRG by the cost per day SIW 'for the DRG, 

summing the results acrossall DRG, and dividing thesun by the number of 


non-Medicare short stay days. 


(3) High cost outliercosts. For purposes of removing the outlier costs of 

high cost outliers from the reimbursablecost bases of hospitals with ancillary 

androutinechargeschedules,thecommissionershalldeterminethetotalcosts . 
of patients' stays exceeding the greaterof the hospital's average costfor the 


diagnosis related group to which
the patient is assigned multiplied by two or 


the overall averagecost per case of the hospital multiplied
by six. The 


methodology used will depend
on the proportionof the hospital's 1987 

non-Medicare dischargesfor which the.hospital has submitted complete bills 

covering the entire lengthof stay. These methodologies are set forthin 

subparagraphs(i) - (iv) of thisparagraph.However, for purposes of 

establishing initial 1988 rates of paymentfor all hospitals, the proportion 

of hospital's cost bases subtracted for high cost outlier costs shallbe the 

proportioncalculatedpursuant to theprovisions ofsubparagraph (iii) 

of this paragraph. 
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In the case of all hospitals assigned
to the major public hospital group 


for purposes of calculating a group average
cost per discharge pursuant 

to section 8 6 - 1 . 5 4  (b) with the exception of hospitals with ancillary 

and routine charge schedules, the proportionof the cost base subtracted 

for high cost outliers shallbe the proportion calculatedfor the 

hospital's group as definedpursuant to subparagraph (iii) of this 

paragraph (based on dataused to calculate 1985 sIWS) and cost outlier 

costs SO removed shall be added back in on a hospital-specific basis ' 

as part ofmajor public hospital's specific costs as definedin section 

8 6 - 1 . 5 4  (9). 

The commissioner shall recomputethe proportion of hospitals' cost 

v) .V.'-i 
c +? z basesassociatedwiththeoutlierportion of thehighcostoutlier 

W 

patients' length of stay after August 1, 1988 subject to the provisions 
v, 

of subparagraphs (i)-(iv) of this paragraph based upon the percentage 


of bills for 1987 discharges submitted priorto August 1 ,  1Y88. 


z 


P (i) I f  the hospital has submitted complete bills cowering the 

entire length of stay for at least 90% of the hospital's1987 

discharges, then the proportion ofthe hospital's cost base 

-bu 
-bo
rn- associated the portionhigh outlier
with outlier of cost patients'

0 0  

A. ofshall the calculated< %  stay reflect onc + . e  lengths proportion the 

basis of those discharges for which the hospital has submitted 

plete bills covering the entire length of stay. 

( i i )  If the hospital has submitted complete bills covering the 

entire length of stay for less than 90% but greater than or equal 

'% of the hospital's 1987 discharges, then the proportion of 


